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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
 
Application of Pacific Gas and Electric Company 
(U 39-M) for Authorization, Among Other 
Things, to Increase Rates and Charges for Electric 
and Gas Service Effective on January 1, 2007. 
 

 
Application 05-12-002 

(Filed December 2, 2005) 
 

 
Order Instituting Investigation on the 
Commission’s Own Motion into the Rates, 
Operations, Practices, Service and Facilities of 
Pacific Gas and Electric Company (U 39-M). 
 

 
 

Investigation 06-03-003 
(Filed March 2, 2006) 

 

 
 
 

ADMINISTRATIVE LAW JUDGE’S RULING  
ADMITTING EXHIBIT PG&E-78 INTO THE EVIDENTIARY RECORD 

 
 

During the evidentiary hearing on July 7, 2006, the assigned 

Administrative Law Judge instructed Pacific Gas and Electric Company (PG&E) 

and the Division of Ratepayer Advocates (DRA) to submit a joint, late-filed 

exhibit regarding the “capitalization factors” used by PG&E and DRA to forecast 

the amount of capitalized Administrative and General (A&G) expenses.  The 

joint, late-filed exhibit was pre-marked and identified as Exhibit PG&E-78.1  

PG&E and DRA distributed Exhibit PG&E-78 by email on July 14, 2006.  A copy 

of the Exhibit is attached to this Ruling.   

                                              
1  Transcript page 3266.   
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Therefore, IT IS RULED that Exhibit PG&E-78 is hereby admitted into the 

evidentiary record for this proceeding. 

Dated July 21, 2006, at San Francisco, California. 

 
 

  /s/  TIMOTHY KENNEY 
  Timothy Kenney 

Administrative Law Judge 
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(U 39 M) 
Application No.:  05-12-002  
Exhibit No.:         PG&E-78  
Date:                   July 14, 2006   
Witnesses:          Bruce Smith / Clayton Tang 
  
    
 
 
 
 
 
 

PACIFIC GAS AND ELECTRIC COMPANY 
 

2007 GENERAL RATE CASE 
 

Joint PG&E and DRA Statement Regarding Capitalization Factors 
for FERC Accounts 920 and 921 
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Joint PG&E and DRA Statement Regarding Capitalization Factors 
for FERC Accounts 920 and 921 

 

PG&E and DRA have reviewed the computation of capitalized A&G (the amount 

transferred to construction from Accounts 920 and 921 through a credit entry to 

Account 922) in PG&E’s and DRA’s results of operations (RO) models and supporting 

spreadsheets.  The capitalized amount is computed by multiplying the amounts forecast 

in Accounts 920 and 921 by capitalization rates.  The capitalization of a portion of the 

Performance Incentive Plan expense included in Account 920 is computed the same 

way, but uses a specific rate. 

DRA has reviewed and is using the capitalization rates proposed by PG&E for 

the 42 corporate services departments (PCCs) reviewed in PG&E’s A&G Study on a 

department-by-department basis.  PG&E’s and DRA’s RO models calculate a weighted 

average capitalization rate based on the forecast Account 920 and 921 expenses and the 

capitalization rates for each department.  Since PG&E’s and DRA’s expense forecasts 

differ, the weighted averages are slightly different.  However, the differences are less 

than 0.01%.  The resulting capitalization rates are shown in the table below: 
 

Weighted Average Capitalization Rates 
  
Account 920 11.00% 
Account 921 11.47% 

   
PG&E and DRA both use a 24.10% capitalization rate for PIP expenses. 

To the extent that DRA’s forecast of capitalized A&G costs differs from PG&E’s, 

DRA uses a feature in the RO model that allows a manual adjustment to capital 

additions and plant to recognize the difference in rate base.  (See Exhibit DRA-13, pages 

13-20 through 13-26.) 

In view of the above description, PG&E and DRA have concluded that 

they are using the same method to compute the capitalization rates. 
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INFORMATION REGARDING SERVICE 

 
I have provided notification of filing to the electronic mail addresses on 

the attached service list. 

Upon confirmation of this document’s acceptance for filing, I will cause a 

copy of the filed document to be served upon the service list to this proceeding 

by U.S. mail.  The service list I will use to serve the copy of the filed document is 

current as of today’s date. 

Dated July 21, 2006, at San Francisco, California. 

 
/s/  KE HUANG 

Ke Huang 
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